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- A. REG]STRANTIDENTIFICAT]ON N T
NAME OF BROKER-DEALER: .
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OATH OR AFFIRMATION

i

1, - Steven Berman . . ' ' ' : ., swear (or’ afﬁrm) that, to the
best of my knowledge and belief the accompanying fi nancra] statemnent and supportmg schedules pertammg to the firm of
Palisade Capital Securities, L.L.C. : sasof
December 31 _ ,2003 _, are true and correct. 1 further swear (or affirm) that neither the company

nor any partner, proprietor, principal ofﬁcer or director has any propnetary interest in any account classified solely as that of .
a customer, except as follows:

~_BARBARATABACK — [
' NOTARY;PUBLIC OF NEW JERSEY | | ’\L"ﬁL

My commtsstonsmuesmm 2008 ' — T e
LT T —— = pteilen T
’ . . Title
.5 M/M4 \/ /4’ 4«(."
] Notary Public

This report** contains (check all apphcable boxes):
(a) Facing page. '

(b) - Statement of Financial Condition.

(¢} Statement of Income (Loss).

(d) Statement of Changes in Financia} Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners' or Sole Propnetors Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital. ,

(h) Computation for Determination of Reserve‘Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3- 3

: (_]) ‘A Reconciliation, mcludmg appropriate explanatron of the Computatron of Net Capital Under Rule 15¢3-1 and the ‘
Computatron for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation betwecn the audlted and unaudrted Statements of Financia) Condmon with respect to methods of con-
solidation.
(1) An Oath or Afﬁrmatron

"(m).A copy of the SIPC Supp]ementa] Repon
(n) A report descnbmg any material inadequacies found to exist or found to have exrsted since the date of the prevrous audit.
(o) ]ndependem auditor's report on internal accounting control. '

f D_[EJDCIEI =] 'DDDEJC]E]&]EHEEE]

{p) Schedule of segregation requrrements and funds in segregatlon--customers regulated commodity futures account
pursuant to Rule 171 -5. : :

**For conditions of cdnﬁdenlial treatment of certain portions of lh‘is filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Member of
Palisade Capital Securities, L.L.C.

We have audited the accompanying statement of financial condition of Palisade Capital Securities, L.L.C. as of
December 31, 2003. This statement of financial condition is the responsibility of the Company's management. Our

responsibility is to express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit of the statement of financial condition

provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of Palisade Capital Securities, L.L.C. as of December 31, 2003, in conformity with accounting

principles generally accepted in the United States of America.

@m',)«w L@*V)amr) ﬂ Q.

New York, New York
January 29, 2004

Moemher A’:ﬁv Atfilicted Offices Worldivide
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CIAL CONDITION

December 31, 2003

ITAL SECURITIES, L.L.C.

ASSETS

Cash and cash equivalents
Receivable from clearing broker
Securities owned

Other assets

Equipment, less accumulated depreciation of $61,148

LIABILITIES AND MEMBER'S EQUITY
Liabilities

Accounts payable and accrued expenses
Due to member

Total liabilities
Commitments and contingencies

Member’'s equity

See accompanying notes to financial statements.

$

$

$

$

3,269,898
442,781
2,835
56,903

2,099

3,774,516

35,832

299,178

335,010

3,439,506

3,774,516



ITAL SECURITIES, L.L.C.

1. Nature of operations and summary of significant accounting policies

Nature of Operations

Palisade Capital Securities, L.L.C. (the "Company") is a broker-dealer registered with the Securities and Exchange
Commission (SEC), and is a member of the National Association of Securities Dealers, Inc. (NASD). The Company's
business is primarily comprised of agency commission transactions. The Company is a wholly-owned subsidiary of
Palisade Capital Management, L.L.C. (the “Parent”).

Cash and Cash Equivalents

The company considers money market accounts to be cash equivalents.

Securities Transactions

Securities transactions and related revenues and expenses are recorded on a trade-date basis.

Valuation of Security Owned

The Company values its security that is freely tradable and is listed on a national securities exchange or reported on
the NASDAQ national market at its last sales price as of the last business day of the period. Unrealized gains and
losses are reflected in revenues.

Equipment

Equipment is stated at cost less accumulated depreciation. The Company provides for depreciation on straight-line
and declining balance methods based upon estimated useful lives of 5 to 7 years.

Income Taxes

No provision for income taxes has been recorded because the Company is a limited liability company. Accordingly,
the individual member reports its share of the Company's income or loss on its income tax return.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts
disclosed in the financial statements. Actual results could differ from those estimates.

2. Related party transactions

Commission revenues include approximately $4,558,000 earned from accounts advised by entities which are
affiliated with the Company by common ownership.

The Company has an informal expense allocation arrangement whereby certain expenses directly attributable to the
Company are paid by the Parent. These expenses are reimbursed by the Company and amounted to approximately
$1,938,000 for the year ended December 31, 2003. The balance of $299,178 is due to the Parent as of December
31, 2003.



ITAL SECURITIES, L.L.C.

3. Commitments and contingencies

The Company is obligated under an office leases expiring in January 2008. The aggregate future minimum payments
under these leases, before 60% is allocated to the Parent, are approximately as follows:

Year ending December 31,

2004 $ 294,000
2005 331,000
2006 377,000
2007 380,000
2008 32,000

$ 1,414,000

Rent expense was approximately $127,000 for the year ended December 31, 2003.

Pursuant to an agreement with its clearing broker, the Company is required to maintain net capital of at least
$150,000.

4. Net capital requirements

The Company is a member of the NASD, and is subject to the SEC Uniform Net Capital Rule 15¢3-1. This Rule
requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital,
both as defined, shall not exceed 15 to 1 and that equity capital may not be withdrawn if the resulting net capital ratio
would exceed 10 to 1. At December 31, 2003, the Company’s net capital was approximately $3 296,000 which was
approximately $3,246,000 in excess of its minimum requirement of $50,000.

5. Exemption from Rule 15¢3-3

The Company is exempt from SEC Rule 15¢3-3 and, therefore, is not required to maintain a "Special Reserve Bank
Account for the Exclusive Benefit of Customers”™.

6. Off-balance sheet risk

Pursuant to a clearance agreement, the Company introduces all of its securities transactions to its clearing broker on
a fully-disclosed basis. All of the customers' money balances and long and short security positions are carried on the
books of the clearing broker. In accordance with the clearance agreement, the Company has agreed to indemnify the
clearing broker for losses, if any, which the clearing broker may sustain from carrying securities transactions
introduced by the Company. In accordance with industry practice and regulatory requirements, the Company and the
clearing broker monitor collateral on the securities transactions introduced by the Company. In accordance with
industry practice and regulatory requirements, the Company and the clearing broker monitor collateral on the
customers’ accounts.

In addition, the receivable from clearing broker is pursuant to this clearance agreement.



ITAL SECURITIES, L.L.C.

TATEMENTS

gy

7. Concentration of credit risk

in the normal course of business, the Company’s customer activities involve the execution, settlement, and financing
of various customer securities transactions. These activities may expose the Company to off-balance-sheet risk in
the event the customer or other broker is unable to fulfill its contracted obligations and the Company has to purchase
or sell the financial instrument underlying the contract at a loss.

The Company maintains its cash balances at two financial institutions. These balances are insured by the Federal
Deposit Insurance Corporation for amounts up to $100,000 per institution.



